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TEE SOVEET ECOROMY

Soviet prioxrities are reflected in the relative efficlency of
various sectors of ithe economy. The Soviets are most efficient in
the production of mllitery equipment and producer durable goods. They
are least efficilent in agriculture and consumer goods. Whern oane
emmts Soviet gross national product by sector into US prices,
using appropriate ruble-dallser ratios, and compares the results with
the US gross natlonal products, the differences in structuring of the
two sconomxles becomes rather striking.
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The USSR hus a wide variety of minerals. Imadequate allocations
of investment funds in the past, however, bhave resulted in mounting
production shortfells in some instances. Such shorifalls contributed
to the decision to avandon the Sixth Five Yesr Flan (1956-1960).
Current plsps enphasize development of ferrous metallurgy in the east,
and apperently during the 1960's e third metallurgicel base is to be
established in Siberis and Kasakbstan, supplementing the existing
bases in the Urals and the Ukraine. Soviet production in relation to
w»orld output of important metals is around 20 percent for irom ore,
pig iron, and crude steel and sround ten percent for the more isportant
noa~ferrous metals.

The USSR is practically self-sufficlent in regard to all types
of primery energy production. In relstion o world output the USSR
produces sbout 2C percent of the coal and ten percent of the crule
oil snd electric power.

The present Soviet concern sbout raw materisl le the cumulative
result of a succession of plamning decisions which have stressed
eurrent grovih of industrial output to the detriment of investments
in rawv materials explottation facilities necegsary for expausion in
subsequent period. In response to the emergent rawv materials problem,
scaevhat camplicated by the setellite uprisings in the fall of 1956,
Boviet planners apparently hope to provide a "breathing spell” by
plenning extremely modest output increeses for 1957 and 1958.
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Ia&t a1l Xhrushchev gave estimates for the levels of production
of various important items fifteen years bence. Attalmment of these
goals would bring the USSR roughly wp to the preeent position of
the US, and Ehrushchev feels the gep between the two countrles will
bemiﬂer&biamdmedmntmughm%mm.mm 8180C.
(see cnart)

mpmmmw'mismmmawmmm ,
but vhile modernization and expansion of railweys continue, civil alr
facilities ave also being rapidly developed to help support econowmic
growth. Rallroeds caxrry about 85 percent of freight in the USSR,

& mmzx larger proportion than the US figuwre of 49 percent.
The rall net, of which sbout 30 percent lies east of the Urals, is
broed gauge {5*') snd more than 76,000 route miles in lengih--second
only to that of the U8 in this respeci. The railrcads are cwrrently
beding converted from steam to electric and diesel traction.

Motor trangport in the Soviet Union is neglipgible with only
about i&z,me miles sultable for sll weather operations. The
merchant fleet, approximately 800 vessels,handles about five chnﬁ
of total freight traffic but is handicapped by chsolescence. Modernization
afforts are belng made and the USSR makes heavy use of western vessels
for its expanding trade with the free world. The inland waterwsy
gystem consists of about 81,000 mlles of water routes but heavy use
of this system is bindered by the north-south flow of the main rivers
sl by unpredictable veather conditions.
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ARBOFLON, the USSR's civil air carrier, bas improved its

domestic service in the last two years and hap expanded ite service to
non~bloc countries elthough f.he mmentase of traffic it carries

is probebly still negligible. Air agreements bave been concluded
with Finland, Austris, Afghanistan, Yugoslavis, Norway, Demmsrk, Sweden,
and the UK. The first Soviet jet transport, the TU-10k, appeared
outside the bloc in March 1956 and is being used incressingly on
m}zm'aan&fmisn routes. Other pev alrcraft including the
turboprops Moskva {IL-18) and Ukraina {AN-12) are to be placed on
Agriculture

The historical neglect of sgriculture in the USSR bas restricted

the rate of incresse in the standard of living for an expanding
population in the past. Recently, hovever, the Soviet Unjon basg

let up a little on ite policy of self-sufficiency in agricultural.
yroducts and has been sccepting some surplus sgricultural commndities
from wderdeveloped countries as peyment for industrial goods. It bas
also begun o give wmsual attention to increasing domestic agricultural
Froduction and to "catching up with the west” in 1ts per caplte '
production of agricultural products. One of the most recent moves

to0 increase the efficiency of Soviet agriculture was in January of
1558 when Ehrushchev proposed the greatest organizational change since
since the collectivization of Soviet sgriculturs in the 1930's,

the reorganization of the machine trector statlons. These traditiopal

lds of economic and political control in the countryside are

to be rted to repalr stations and their machir sold to the
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Grain and xeat are among the counlry ‘s most Important agricultursl
yroducts. Tue Soviet Undon is one of the world's largeﬁ‘é grain
woducers and pomally enters the graln export market, although to
& meh lesgnr m@mmmmmmmummm. Total
Mm*ﬁmhwﬁ?mmm.wmnimmtﬁe tons, o drop
from the peak year of 195G when the grain barvest was estimated st
spproxizately 115 million metric tems. Gubstential Inereasez in
‘meat and milk groductifon in 1957 over 1956 resulted frow an incrense .
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Poreign trade i used as a political instrument rather than
to sconomic necessity by the Soviet Uniocn. However, since Stalin's
desth, the basiecly autarchleal attitude has been partly wodified to
allov ecomomic interdependence asmong Commmist bBloc coumntries. The
postver Stalin edict agalnst obteining even that which was drestically
awvmmmm'mmww;mmmm&,

Boviet foreign trade during the pest two yesrs with the non-
Comsnmist world bas incressed al z more rapld rate than that with the
bloe. Estimates for 1957 indieate that nearly all of the §1 dillien
increase in foreign trade is accounted for by expanded trade with
the free world. In 1957 Soviet foreign trade totaled $8.25 bBillien .
of which free world trade egualed about £2.75 billiom.

&bout 70 percent of the USSR's incressed non~bloe trade in
1957 was with the infdustrial nations of ¥estern Europe. An in-
croasingly percentage of purchases from these countrles is cosposed
of manufectwred goods including mechinery and eguipment for Soviet
are ships, and irvon and steel products. Trade returng indlcute
thet the USER 1s widening its range of fmohilnery snd equipment purchases,
lm. In 1957 the USER imporied large mumbers of turbives and other
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equipment for the development of its elscirical pover, &5 well as
significant imports of electrical motors. It is alsc increasing
purchases of eguipment for consumer goods industries such as textile
mills, food processing plants and tobaceo factories. |

On the other hend, the USER iz also exporting s wider range of
manufactured items to the free world. Such exports are mde
largely to the underdeveloped countries. Soviet trade with these
aress 1s groving repidly and in 1957 tmmm;momm@,
almost double that of the preceding year. At least ome-third of
Soviet exports to these areas nowinvolvemchinery, transport
equipment and other mnufactured goods. |

These exports are expected to grov as the USER further initistes
deliveries under its econowic development loans providing for the
epastruction of steel yhﬁta, mhim profucing facilities, and 8 vide
variety of consumer goods factories as well as equipment for power
development ami water conservancy. The USSR 1s also exparting
thousands of vehicles annually to the underdeveloped areas.

The face of the Soviet economy 15-20 years from now and consequent
industrial military posture as well as the sWezumofthe
sverage Soviet citizen depends on the future rate of growth. From
1950-1965 growth of GHP aversged sbout seven percent per year.

Present Soviet plans :qx? the next 15 yeare imply a slight decline-=to
about 5.5 to 6 percent a year.
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The slightslowdoun results partly from rev materisl problems
exploltation of less favorably located mineral deposits. The
dscline has also resulied from some diversion of resources %0 housing
&nd sgriculture at the expense of hemvy industry. This diversion,
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~r o manaossent and labor alike.




